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Mr. David Waddell EXECBE;;%E IVED

Executive Secretary RET,
Tennessee Regulatory Authority U ARy OFFk
460 James Robertson Parkway Nosg 1999
Nashville, Tennessee 37243-0505 N REGULAT
ORY Ay,
HORITY

RE: KINGSPORT POWER COMPANY $15,000,000 APPLICATION FOR FINANCING
DOCKET NO. 99-00319

Dear Mr. Waddell:

In connection with the above financing, please find attached a form of note purchase agreement
which we are requesting be filed as a late filed exhibit to the Application. The Authority has already
approved the financing and the Application contained the request that non-bank loans be permitted, but
the Application contained, as an attachment, a form of agreement for bank financing only and not a form
of note purchase agreement suitable for non-bank lenders.

We have apprised Edward Phillips of this and are copying him with this letter and attachment
directly. The proposed order that was previously provided to Mr. Phillips has been modified to reflect
this. Further, the prime rate definition for a non-bank lender will be reflected as that of a major bank
since non-bank lenders do not publish prime rates.

We are enclosing thirteen copies with this original for appropriate distribution.

If you have any questions, please contact the undersigned.

With kindest personal regards, we are



Mr. David Waddell
Page 2
June 4, 1999
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Enclosure

cc: E. Edward Phillips, Esq. (w/encl.PA))
Ann B. Graf, Esq. (w/o encl.)

Very sincerely yours,

HUNTER, SMITH & DAVIS, LLP

N i

T. Arthur Scott, Jr.
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RECEWH Name and Address]
EXEC. SECRETARY OFF

JUN 0 8 1999 As of [Date]
TN REGU

(Purchaser(s)] LAHDHYAUTHOR”Y
[Address]
Gentlemen:

The undersigned, (herein
called the "Company"), hereby agrees with you as follows:

1. Authorization of Issue of Notes. The Company will
authorize the issue of its promissory notes (herein called the
"Notes") in the aggregate principal amount of $ , to be

dated the date of issue thereof, to mature

to bear interest on the unpaid balance thereof from the date
thereof until the principal thereof shall Have become due and
payable at the rate of ¥ per annum and on overdue principal,
premium and interest at the rate specified therein, and to be
substantially in the form of Exhibit A attached hereto. The term
"Notes" as used herein shall include each Note delivered pursuant
to any provision of this Agreement and each Note delivered in
substitution or exchange for any such Note pursuant to any such
provision.

'’

2. Purchase and Sale of Notes. The Company hereby agrees
to sell to you and, subject to the terms and conditions herein
set forth, you agree to purchase from the Company the aggregate
principal amount of Notes set forth opposite your name in the
Purchaser Schedule attached hereto at 100% of such aggregate
principal amount. The Company will deliver to you, at the
offices of

, one or
more Notes registered in your name, evidencing the aggregate
principal amount of Notes to be purchased by you and in the
denomination or denominations specified with respect to you in
the Purchaser Schedule attached hereto, against payment of the
purchase price thereof by transfer of immediately available funds
for credit to the Company’s account # at

Qon or
before 12:00 noon (New York City Time) on the date of closing,
which shall be ., or any other time, or any




other date on or before » upon which the

Company and you may mutually agree (herein called the "closing"
or the "date of closing").

3. Conditions of Closing. Your obligation to purchase and

pay for the Notes to be purchased by you hereunder is subject to
the satisfaction, on or before the date of closing, of the
following conditions:

A, Opinion of Company’s Counsel. You shall have

received from counsel for the Company, which may be an
attorney employed by American Electric Power Service
Corporation, an affiliate of the Company, an opinion
substantially in the form of Exhibit B attached hereto.

B. Representations _and Warranties; No Default. The

representations and warranties contained in paragraph 8
shall be true on and as of the date of closing, except to
the extent of changes caused by the transactions herein
contemplated; there shall exist on the date of closing no
Event of Default or Default; and the Company shall have
delivered to you an Officer‘s Certificate, dated the date of
closing, to both such effects.

C. Purchase Permitted By Applicable laws. The

purchase of and payment for the Notes to be purchased by you
on the date of closing on the terms and conditions herein
provided (including the use of the proceeds of such Notes by
the Company) shall not violate any applicable law or
governmental regulation (including, without limitation,
section 5 of the Securities Act or Regulation G, T or X of
the Board of Governors of the Federal Reserve System) and
shall not subject you to any tax, penalty, liability or
other onerous condition under or pursuant to any applicable
law or governmental regulation, and you shall have received
such certificates or other evidence as you may request to
establish compliance with this condition.

D. Proceedings. All corporate and other proceedings
taken or to be taken in. connection with the transactions
contemplated hereby and all documents incident thereto shall
be satisfactory in substance and form to you, and you shall
have received all such counterpart originals or certified or
other copies of such documents as you may reasonably
request.

4. Prepayments. The Notes shall be subject to prepayment

under the circumstances set forth in paragraph 2A.

A. Optional Prepayment With Yield-Maintenance

Premium. The Notes shall be subject to prepayment, in whole
at any time or from time to time in part (in integral

2
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multiples of $1,000,000), at the option of the Company, at
100% of the principal amount so prepaid plus interest
thereon to the prepayment date and the Yield-Maintenance
Premium, if any, with respect to each Note. If the Company
and the holder of any Note shall prior tec the prepayment
date designate in writing a different premium, the premium
so designated shall be payable on the prepayment date in
lieu of the Yield-Maintenance Premium with respect to such
Note.

B. Notice of Optional Prepayment. The Company shall

give the holder of each Note irrevocable written notice of
any prepayment pursuant to paragraph 4A not less than 3
Business Days prior to the prepayment date, specifying such
prepayment date and the principal amount of the Notes, and
of the Notes held by such holder, to be prepaid on such date
and stating that such prepayment is to be made pursuant to
paragraph 4A. Notice of prepayment having been given as
aforesaid, the principal amount of the Notes specified in
such notice, together with interest thereon to the
prepayment date and together with the premium, if any,
herein provided, shall become due and payable on such
prepayment date.

C. Partial Payments Pro Rata. Upon any partial

prepayment of the Notes, the principal amount so prepaid
shall be allocated to all Notes at the time outstanding in
proportion to the respective outstanding principal amounts
thereof.

D. Retirement of Notes. The Company shall not pPrepay
or otherwise retire in whole or in part prior to their
stated final maturity (other than by prepayment pursuant to
paragraph 4A or upon acceleration of such final maturity
pursuant to paragraph 7A), or purchase or otherwise acquire,
directly or indirectly, Notes held by any holder unless the
Company shall have offered to prepay or otherwise retire or
purchase or otherwise acquire, as the case may be, the same
proportion of the aggregate principal amount of Notes held
by each other holder of Notes at the time outstanding upon
the same terms and conditions. Any Notes so prepaid or
otherwise retired or purchased or otherwise acquired by the
Company shall not be deemed to be outstanding for any
purpose under this Agreement.

5. Affirmative Covenants.

A, Information. The Company covenants that it will
deliver to each Significant Holder (i) as soon as available
and in any event within ninety (90) days after the end of
each of the first three (3) quarters of each fiscal year of
the Company, the balance sheet of the Company as of the end
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of each such quarter and the statement of income and
retained earnings of the Company for the period commencing
at the end of the previous fiscal year and ending with the
end of such quarter, certified by the chief financial
officer of the Company; (ii) as soon as available and in any
event within one hundred twenty (120) days after the end of
each fiscal year of the Company, a copy of the annual report
for each such year, containing financial statements for such
year certified by Deloitte & Touche or another independent
public accountant of recognized standing; and (iii) such
other information respecting the condition or operations,
financial or otherwise, of the Company as any Significant
Holder may from time to time reasonably request.

B. Compliance with Laws. The Company covenants that
it shall comply in all material respects with all applicable
laws, rules, regulations and orders, such compliance to
include, without limitation, paying before the same become
delinguent, all taxes, assessments and governmental charges
imposed upon it or any of its properties, except to the
extent contested in good faith.

C. Notices. The Company covenants that it shall give
notice to each Significant Holder of any litigation
affecting the Company in which the amount involved is $
or more and is not covered by insurance. The Company also
covenants that forthwith upon obtaining knowledge of an
Event of Default or Default, it will deliver to each
Significant Holder an Officer’s Certificate gpecifying the
nature and period of existence thereof and what action the
Company proposes to take with respect thereto.

D. Insurance. The Company covenants that it shall
maintain, with respect to its properties, assets and ‘
business, insurance with financially sound and reputable
insurers against loss or damage of the kinds and in the
amounts customarily carried under similar circumstances by
other corporations engaged in the same or similar businesses
and similarly situated; provided, however, that the Company
may self-insure pursuant to deductible provisions which are
prudent in amount.

6. Negative Covenants.

A, Lien, Debt and Other Restrictions. The Company
covenants that sc long as any Note shall remain outstanding

and unpaid it will not:

(i) Limitation on Liens, Etc. Create, incur,
assume or suffer to be created, incurred, assumed, or
to exist, any mortgage, deed of trust, pledge, lien,
security interest or other charge or encumbrance of any

4



nature (all of the foregoing being hereinafter referred
to in this subparagraph as "liens") upon or with
respect to any of its property or assets, whether now
owned or hereafter acquired, except that the foregoing
restrictions shall not apply to:

(a) [lien(s) of existing First Mortgage
Indenture[s], as amended and supplemented and as
to be amended and supplemented] and "Excepted
Encumbrances" as therein defined;

(b) liens for taxes, assessments or
governmental charges or levies not yet delinquent
or being contested in good faith by appropriate
proceedings;

(c}) 1liens of landloxrds and liens of
carriers, warehousemen, mechanics and materialmen
incurred in the ordinary course of business for
sums not yet due or being contested in good faith
by appropriate proceedings;

(d) liens incurred or deposits made in the
ordinary course of business in connection with
workers’ compensation, unemployment insurance and
other types of social security, or to secure the
performance of or compliance with statutory
obligations, tenders, bids, leases, surety and
appeal bonds, performance and return-of -money
bonds and other similar obligations (other than
obligations for the payment of borrowed money) ;

(e) any judgment lien, unless the judgment
it secures shall not, within sixty (60) days after
the entry thereof, have been discharged or
execution thereof stayed pending appeal, or shall
not have been discharged within sixty (60) days
after the expiration of any such stay;

(f) liens on any property acquired,
constructed or improved by the Company after the
date of this Agreement, or liens on any property
existing at the time of the acquisition thereof,
provided that the lien shall not apply to any
property theretofore owned by the Company other
than any theretofore unimproved real property on
which the property so constructed, or the
improvement, is located;

(g) liens incidental to the conduct of the
Company’s business or the ownership of its
property and assets, which were not incurred in
connection with the borrowing of money or the
obtaining of credit, none of which materially

5



interferes with the Company'’'s use and operation of
its properties and assets or detracts from the
value thereof; and

(h) liens for the sole purpose of extending,
renewing or replacing in whole or in part the
indebtedness secured by any lien referred to in
the foregoing clauses (a) and (f) or in this
¢lause (h); provided, however, that the principal
amount of indebtedness secured thereby shall not
exceed the principal amount of indebtedness so
secured at the time of such extension, renewal or
replacement, and that such extension, renewal or
replacement shall be limited to all or a part of
the property which secured the lien so extended,
renewed or replaced (and any improvements on such
property) .

(ii) Limitations on Borrowing. Create or incur
any indebtedness for borrowed money (other than Short-

Term Debt in an aggregate principal amount not
exceeding the greater of ten percent (10%) of the
Capitalization of the Company, excluding Short-Term
Debt, or such other amount as shall be approved by the
Securities and Exchange Commission pursuant to the
Public Utility Holding Company Act of 1935) if,
immediately after the creation or incurring of such
indebtedness and the application of the proceeds
therecf, if any, the total principal amount of all
indebtedness of the Company for borrowed money (other
than Short-Term Debt to the extent specified above)
shall at any time exceed sixty-five percent (65%) of
the Capitalization of the Company.

(iii) Limitation on Mergers. Merge into or
consolidate with any corporation or other entity, or

permit any corporation or other entity to merge into or
consolidate with it, or sell or otherwise dispose of
all or substantially all of its assets to any other
corporation or entity, if, in any such case, (a) the
indebtedness of such successor corporation or entity
(whether or not the Company) for borrowed money would
exceed the amount permitted by subparagraph 6A(ii)
hereof, or (b) such successor corporation or entity (if
other than the Company) shall fail to assume the
obligations of the Company under the Notes and to
subject itself to the terms of this Agreement.

7. Events of Default.
A. Acceleration. 1If any of the following events

shall occur and be continuing:
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(i) The Company shall fail to pay the principal
of, or any installment of interest on, any Note when
due or shall fail to pay any other amounts payable
under this Agreement when due;

(ii) Any representation or warranty made by the
Company herein or by the Company (or any of its
officers) in connection with this Agreement shall prove
to have been incorrect in any material respect when
made;

(iii) The Company shall fail to perform or observe
any other term, covenant or agreement contained in this
Agreement on its part to be performed or observed and
any such failure shall remain unremedied for ten (10)
days after written notice thereof shall have been given
to the Company by the Required Holders;

(iv) The Company shall fail to pay the principal
of, or interest on, any obligation of the Company for
borrowed money (other than under this Agreement and the
Notes) when due, whether by acceleration, by required
prepayment or otherwise, for a period longer than any
period of grace provided in such obligation, or fail to
perform any other term, condition or covenant contained
in any such obligation, the effect of which is to _
cause, or to permit the holder of such obligation or
others on its behalf to cause, such obligation then to
become due prior to its stated maturity, unless such
failure shall have been cured or effectively waived;

(v) The Company shall generally not pay its debts
as such debts become due, or shall admit in writing its
inability to pay its debts generally, or shall make a
general assignment for the benefit of creditors; or any
proceeding shall be instituted by or against the
Company seeking to adjudicate it a bankrupt or
insolvent, or seeking liquidation, winding up,
reorganization, arrangement, adjustment, protection,
relief or composition of it or its debts under any law
relating to bankruptcy, insolvency or reorganization or
relief of debtors, or seeking the entry of an order for
relief or the appointment of a receiver, trustee or
other similar official for it or for any substantial
part of its property; or the Company shall take any
corporate action to authorize any of the actions set
forth above in this clause (v);

(vi) All of the Common Stock, other than
directors’ qualifying shares, of the Company, or of any
successor corporation or entity, shall not be owned,
directly or indirectly, by American Electric Power
Company, Inc., or a successor thereto; or

7



(vii) With respect to any employee benefit plan as
to which the Company may have any liability, there
shall exist a deficiency of more than S in
the plan assets available to satisfy the benefits
guaranteeable under ERISA with resgpect to such plan,
and steps are undertaken to terminate such plan or such
plan is terminated or the Company withdraws from or
institutes steps to withdraw from such plan;

then (a) if such event is an Event of Default specified in
clause (v) of this paragraph 7A with respect to the Company,
all of the Notes at the time outstanding shall automatically
become immediately due and payable at par together with
interest accrued thereon, without presentment, demand,
protest or notice of any kind, all of which are hereby
waived by the Company, and (b) if such event ig any other
Event of Default, the Required Holder(s) may at its or their
option, by notice in writing to the Company, declare all of
the Notes to be, and all of the Notes shall thereupon be and
become, immediately due and payable together with interest
accrued thereon and together with the Yield-Maintenance
Premium, if any, with respect to each Note, without
presentment, demand, protest or other notice of any kind,
all of which are hereby waived by the Company, provided that
the Yield-Maintenance Premium, if any, with respect to each
Note shall be due and payable upon such declaration only if
(x) such event is an Event of Default specified in any of
clauses (i) to (iv), inclusive, and (vi) and (vii) of this
paragraph 7A, (y) the Required Holder(s) shall have given to
the Company, at least ten (10) Business Days before such
declaration, written notice stating its or their intention
50 to declare the Notes to be immediately due and payable
and- identifying one or more such Events of Default whose
occurrence on or before the date of such notice permits such
declaration, and (z) one or more of the Events of Default so
identified shall be continuing at the time of such
declaration.

B. Other Remedies. If any Event of Default or
Default shall occur and be continuing, the holder of any
Note may proceed to protect and enforce its rights under
this Agreement and such Note by exercising such remedies as
are available to such holder in respect thereof under
applicable law, either by suit in equity or by action at
law, or both, whether for specific performance of any
covenant or other agreement contained in this Agreement or
in aid of the exercise of any power granted in this
Agreement. No remedy conferred in this Agreement upon the
holder of any Note is intended to be exclusive of any other
remedy, and each and every such remedy shall be cumulative
and shall be in addition to every other remedy conferred
herein or now or hereafter existing at law or in equity or
by statute or otherwise.
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8. Representations., Covenants and Warranties. The Company
represents, covenants and warranties:

A. Organization. The Company is a corporation duly
organized and existing in good standing under the laws of
the State of and the Company has the corporate power
to own its property and to carry on its business as now
being conducted.

B. Financial Statements. The Company has furnished
you:

(1) a balance sheet of the Company as at December
31, 19, and a statement of income and statement of
changes in cash flows of the Company for the year then
ended all certified by Deloitte & Touche; and (ii) a
balance sheet of the Company as at and a
statement of income and statement of changes in cash
flows for the three-month period ended on such date,
prepared by the Company. Such financial statements
(including any related schedules and/or noteg) have
been prepared in accordance with generally accepted
accounting principles consistently followed throughout
the periods involved (subject, as to interim
statements, to changes resulting from year-end
adjustments). The balance sheets fairly present the
condition of the Company as at the dates thereof, and
the statements of income and statements of changes in
cash flows fairly present the results of the operations
of the Company for the periods indicated. There has
been no material adverse change in the condition of the
Company since

C. Actions Pending. Except as disclosed in the
Company’s Report on Form 10-K for the year ended December
31, , and Reports on Form 10-Q for the quarters ended
« Or otherwise reported to you prior to the date
of this Agreement, there is no action, suit or proceeding
pendlng or, to the knowledge of the Company, threatened
against the Company or any properties or rights of the
Company by or before any court, arbitrator or administrative
or governmental body which might result in any material
adverse change in the condition of the Company.

D. Corporate Authorization; No Conflict. The
execution, delivery and performance by the Company of this

Agreement and the transactions contemplated hereby are
within the Company’s corporate powers, have been duly
authorized by all necessary corporate action, and do not
contravene (i) the Company’s charter or by-laws or (ii) law
or any contractual restriction binding on or affecting the
Company .



E. Government Consent. No authorization or approval
or other action by, and no notice to or filing with, any
governmental authority or regulatory body is required for
the due execution, delivery and performance by the Company

of this Agreement or any Note, except for the authorizations
of

N

which authorizations have been duly obtained and are
in full force and effect.

F. Qffering of Notes. Neither the Company nor any
agent acting on its behalf has, directly or indirectly,
offered the Notes or any similar security of the Company for
sale to, or solicited any offers to buy the Notes or any
similar security of the Company from, or otherwise
approached or negotiated with respect thereto with, any
Person other than institutional investors, and neither the
Company nor any agent acting on its behalf has taken or will
take any action which would subject the issuance or sale of
the Notes to the provisions of section 5 of the Securities
Act.

G. Regulation G, Etc. The Company will not, directly
or indirectly, use any of the proceeds of the sale of the
Notes for the purpose, whether immediate, incidental or
ultimate, of buying a "margin stock" or of maintaining,
reducing, or retiring any indebtedness originally incurred
to purchase a stock that is currently a "margin stock", or
for any other purpose which might constitute this
transaction a "purpose credit", in each case within the
meaning of Regulation G of the Board of Governors of the
Federal Reserve System (12 C.F.R. 207, as amended) or
otherwise take or permit to be taken any action which would
involve a violation of such Regulation G or of Regulation X
(12 C.F.R. 224, as amended) or any other regulation of such
Board. No indebtedness being reduced or retired out of the
proceeds of the sale of the Notes was incurred for the
purpose of purchasing or carrying any such "margin stock".

H. ERISA. No accumulated funding deficiency (as
defined in section 302 of ERISA and section 412 of the
Code), whether or not waived, exists with respect to any
plan (other than a multiemployer plan). No liability to the
Pension Benefit Guaranty Corporation has been or is expected
by the Company to be incurred with respect to any plan
(other than a multiemployer plan) by the Company which is or
would be materially adverse to the Company. The Company
neither has incurred nor presently expects to incur any
withdrawal liability under Title IV of ERISA with respect to
any multiemployer plan which is or would be materially
adverse to the Company. The execution and delivery of this
Agreement and the issuance and sale of the Notes will not
involve any transaction which is subject to the prohibitions

10
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of section 406 of ERISA or in connection with which a tax
could be imposed pursuant to section 4975 of the Code. The
representation by the Company in the next pPreceding sentence
is made in reliance upon and subject to the accuracy of your
representation in paragraph 9 as to the source of the funds
to be used to pay the purchase price of the Notes to be
purchased by you. For the purpose of this paragraph 8H, the
term "Code" shall mean the Internal Revenue Code of 1986, as
amended; the term "plan" shall mean an "employee pension
benefit plan" (as defined in section 3 of ERISA) which is or
has been established or maintained, or to which
contributions are or have been made, by the Company or by
any trade or business, whether or not incorporated, which,
together with the Company, is under common control, as
described in section 414 (b) or (c) of the Code; and the term
"multiemployer plan" shall mean any plan which is a
"multiemployer plan" (as such term is defined in section
4001(a) (3) of ERISA).

I. Investment Company Act. The Company is not an

"investment company", or a company "controlled" by an
"investment company", within the meaning of the Investment
Company Act of 1940, as amended.

9. Representations of the Purchaser. You represent, and

in making this sale to you it is specifically understocd and
agreed, that you are not acquiring the Notes to be purchased by
you hereunder with a view to or for sale in connection with any
distribution thereof within the meaning of the Securities Act,
provided that the disposition of your property shall at all times
be and remain within your controcl. You also represent that no
part of the funds being used by you to pay the purchase price of
the Notes being purchased by you hereunder constitutes assets
allocated to any separate account maintained by you. For the
purpose of this paragraph 9, the term "separate account" shall
have the meaning specified in section 2 of ERISA.

10. Definitions. For the purpose of this Agreement, the
terms defined in the text of any paragraph shall have the
respective meanings specified therein, and the following terms
shall have the meanings specified with respect thereto below:

A. Yield-Maintenance Terns.

"Business Day" shall mean any day other than a
Saturday, a Sunday or a day on which commercial banks
in New York City are required or authorized to be
closed.

"Called Principal® shall mean, with respect to any
Note, the principal of such Note that ig to be prepaid
pursuant to paragraph 4A (any partial prepayment being
applied in satisfaction of required payments of
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pPrincipal in inverse order of their scheduled due
dates) or is declared to be immediately due and payable
pursuant to paragraph 7A, as the context requires.

"Discounted Value" shall mean, with respect to the
Called Principal of any Note, the amount obtained by
discounting all Remaining Scheduled Payments with
respect to such Called Principal from their respective
scheduled due dates to the Settlement Date with respect
to such Called Principal, in accordance with accepted
financial practice and at a discount factor (applied on
a semiannual basis) equal to the Reinvestment Yield
with respect to such Called Principal.

"Reinvestment Yield" shall mean, with respect to
the Called Principal of any Note, the yield to maturity
implied by (i) the yields reported, as of 10:00 AM (New
York City Time) on the Business Day next preceding the
Settlement Date with respect to such Called Principal,
on the display designated as "Page 678" on the Telerate
Service (or such other display as may replace Page 678
on the Telerate Service) for actively traded U.S.
Treasury securities having a maturity equal to the
Remaining Average Life of such Called Principal asg of
such Settlement Date, or if such yields shall not be
reported as of such time or the yields reported as of
such time shall not be ascertainable, (ii) the Treasury
Constant Maturity Series yields reported, for the
latest day for which such yields shall have been so
reported as of the Business Day next preceding the
Settlement Date with respect to such Called Principal,
in Federal Reserve Statistical Release H.1§5 (519) (or
any comparable successor publication) for actively
traded U.S. Treasury securities having a constant
maturity equal to the Remaining Average Life of such
Called Principal as of such Settlement Date. Such
implied yield shall be determined, if necessary, by (a)
converting U.S. Treasury bill quotations to bond-
equivalent yields in accordance with accepted financial
practice and (b) interpolating linearly between
reported yields.

*Remaining Averaqge Life" shall mean, with respect
to the Called Principal of any Note, the number of

years (calculated to the nearest one-twelfth year)
obtained by dividing (i) such Called Principal into
(ii) the sum of the products cobtained by multiplying
(a) each Remaining Scheduled Payment of such Called
Principal (but not of interest thereon) by (b) the
number of years (calculated to the nearest one-twelfth
year) which will elapse betwean the Settlement Date
with respect to such Called Principal and the scheduled
due date of such Remaining Scheduled Payment.

12



Remaining Scheduled Payments" shall mean, with
respect to the Called Principal of any Note, all

payments of such Called Principal and interest thereon
that would be due on or after the Settlement Date with
respect to such Called Principal if no payment of such
Called Principal were made prior to its scheduled due
date.

"Settlement Date" shall mean, with respect to the
Called Principal of any Note, the date on which such
Called Principal is to be prepaid pursuant to paragraph
4A or is declared to be immediately due and payable
pursuant to paragraph 7A, as the context requires.

"Yield-Maintenance Premium" shall mean, with
respect to any Note, a premium equal to the excess, if
any, of the Discounted Value of the Called Principal of
such Note over the sum of (i) such Called Principal
plus (ii) interest accrued thereon as of (including
interest due on) the Settlement Date with respect to
such Called Principal. The Yield-Maintenance Premium
shall in no event be less than zero.

B. Other Terms.

"Capitalization" of the Company shall mean, as of
any particular time, an amount equal to the sum of the
total principal amount of all indebtednegs for borrowed
money, secured or unsecured, of the Company then
outstanding (whether or not such indebtedness matures,
pursuant to the instrument by which such indebtedness
shall be created or incurred, within twelve months
after such particular time) and the aggregate of the
par value of, or stated capital represented by, the
outstanding shares of all classes of stock and of the
surplus of the Company, paid in, earned and other, if
any.

"ERISA" shall mean the Employee Retirement Income
Security Act of 1974, as amended.

"Event of Default" shall mean any of the events
specified in paragraph 7A, provided that there has been
satisfied any requirement in connection with such event
for the giving of notice, or the lapse of time, or the
happening of any further condition, event or act, and
"Default” shall mean any of such events, whether or not
any such requirement has been satisfied.

"Officer’'s Certificate"™ shall mean a certificate
signed in the name of the Company by its Chairman of
the Board, Vice Chairman, President, one of its Vice
Presidents or its Treasurer.
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"Required Holder(s)" shall mean the holder or
holders of at least 66 2/3% of the aggregate principal
amount of the Notes from time to time outstanding.

"Securities Act" shall mean the Securities Act of
1933, as amended.

"Short-Term Debt" shall mean the principal amount
of indebtedness for borrowed money represented by a
note oxr draft issued, renewed or guaranteed by the
Company which has a maturity at the time of issuance,
renewal or guarantee of not more than twelve months,
exclusive of days of grace.

"Significant Holder" shall mean (i) you, so long
as you shall hold (or be committed under this Agreement
to purchase) any Note, or (ii) any other holder of at
least 10% of the aggregate principal amount of the
Notes from time to time outstanding.

“Trangferee" shall mean any direct or indirect
transferee of all or any part of any Note purchased by
you under this Agreement.

11. Miscellanecus.

A. Note Payments. The Company agrees that, so long
as you shall hold any Note, it will make payments of
principal thereof and premium, if any, and interest thereon,
which comply with the terms of this Agreement, by wire
transfer of immediately available funds for credit to your
account or accounts as specified in the Purchase Schedule
attached hereto, or such other account or accounts in the
United States as you may designate in writing,
notwithstanding any contrary provision herein or in any Note
with respect to the place of payment. You agree that, before
disposing of any Note, you will make a notation thereon (or
on a schedule attached thereto) of all principal payments
previously made thereon and of the date to which interest
thereon has been paid. The Company agrees to afford the
benefits of this paragraph 11A tc any Transferee which shall
have made the same agreement as you have made in this
paragraph 11A.

B. Costs, Expenses and Taxes. The Company agrees to
pay or reimburse you for the payment of (i) all reasonable

out-of-pocket expenses, including reasonable attorneys’

fees, arising in connection with the enforcement or
preservation of any rights under this Agreement and any
Note, and (ii) any and all present and future stamp and
other taxes (including interest and penalties, if any) which
may be assessed or payable in respect of any Note, or of any
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modification of any Note, or of this Agreement other than in
connection with any transfer of this Agreement or any Note.

c. Consent to Amendments. This Agreement may be
amended, and the Company may take any action herein
prohibited, or omit to perform any act herein required to be
performed by it, if the Company shall obtain the written
consent to such amendment, action or omission to act, of the
Required Holder(s) except that, without the written consent
of the holder or holders of all Notes at the time
outstanding, no amendment to this Agreement shall change the
maturity of any Note, or change the principal of, or the
rate or time of payment of interest or any premium payable
.with respect to any Note, or affect the time, amount or
allocation of any required prepayments, or reduce the
proportion of the principal amount of the Notes required
with respect to any consent. Each holder of any Note at the
time or thereafter outstanding shall be bound by any consent
authorized by this paragraph 11C, whether or not such Note
shall have been marked to indicate such consent, but any
Notes issued thereafter may bear a nctation referring to any
such consent. ©No course of dealing between the Company and
the holder of any Note nor any delay in exercising any
rights hereunder or under any Note shall operate as a waiver
of any rights of any holder of such Note. As used herein
and in the Notes, the term "this Agreement" and references
thereto shall mean this Agreement as it may from time to
time be amended or supplemented.

D. Form, Registration, Transfer and Exchange of
Notes: TLogt Notes. The Notes are issuable as registered

notes without cocupons in dencminations of at least

million dollars ($ ). The Company shall keep at
its principal office a register in which the Company shall
provide for the registration of Notes and of transfers of
Notes. Upon surrender for registration of transfer of any
Note at the principal office of the Company, the Company
shall, at its expense, execute and deliver one or more new
Notes of like tenor and of a like aggregate principal
amount, registered in the name of such transferee or:
transferees. At the option of the holder of any Note, such
Note may be exchanged for other Notes of like tenor and of
any authorized denominations, of a like aggregate principal
amount, upon surrender of the Note to be exchanged at the
principal office of the Company. Whenever any Notes are so
surrendered for exchange, the Company shall, at its expense,
execute and deliver the Notes which the holder making the
exchange is entitled to receive. Every Note surrendered for
registration of transfer or exchange shall be duly endorsed,
or be accompanied by a written instrument of transfer duly
executed, by the holder of such Note or such holder’s
attorney duly authorized in writing. Any Note or Notes
issued in exchange for any Note or upon transfer thereof
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shall carry the rights to unpaid interest and interest to
accrue which were carried by the Note so exchanged or
transferred, so that neither gain nor less of interest shall
result from any such transfer or exchange. Upon receipt of
written notice from the holder of any Note of the loss,
theft, destruction or mutilation of such Note and, in the
case of any such loss, theft or destruction, upon receipt of
such holder’s unsecured indemnity agreement, or in the case
of any such mutilation upon surrender and cancellation of
such Note, the Company will make and deliver a new Note, of
like tenor, in lieu of the lost, stolen, destroyed or
mutilated Note.

E. Persons Deemed Owners: Participations. Prior to
due presentment for registration of transfer, the Company

may treat the person in whose name any Note is registered ag
the owner and holder of such Note for the purpose of
receiving payment of principal of and premium, if any, and
interest on such Note and for all other purposes whatsoever,
whether or not such Note shall be overdue, and the Company
shall not be affected by notice to the contrary. Subject to
the preceding sentence, the holder of any Note may from time
to time grant participation in all or any part of such Note
to any Person on such terms and conditions as may be
determined by such holder in its sole and absolute
discretion.

F. Survival of Representations and Warrantieg: Entire
Agreement. All representations and warranties contained

herein or made in writing by or on behalf of the Company in
connection herewith shall survive the execution and delivery
of this Agreement and the Notes, the transfer by you of any
Note or portion thereof or interest therein and the payment
of any Note, and may be relied upon by any Transferee,
regardless of any investigation made at any time by or on
behalf of you or any Transferee. Subject to the preceding
sentence, this Agreement and the Notes embody the entire
agreement and understanding between you and the Company and
supersede all prior agreements and understandings relating
to the subject matter hereof.

G. Successors and Assigns. All covenants and other
agreements in this Agreement contained by or on behalf of
either of the parties hereto shall bind and inure to the
benefit of the respective successors and assigns of the
parties hereto (including, without limitation, any
Transferee) whether so expressed or not.

H. Disclosure to Other Persons. The Company
acknowledges that the holder of any Note may deliver copies
of any financial statements and other documents delivered to
such heolder, and disclose any other information disclosed to
such holder, by or on behalf of the Company in connection
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with or pursuant to this Agreement to (i) such holder’'s
directors, officers, employees, agents and professional
consultants, (ii) any other holder of any Note, (iii) any
Person to which such holder offers to sell such Note or any
part thereof, (iv) any Person to which such holder sells or
offers to sell a participation in all or any part of such
Note, (v) any federal or state regulatory authority having
jurisdiction over such holder, (vi) the National Association
of Insurance Commissiocners or any similar organization, or
(vii) any other Person to which such delivery or disclosure
may be necessary or appropriate (a) in compliance with any
law, rule, regulation or order applicable to such holder,
(b} in response to any subpoena or other legal process, (c)
in connection with any litigation to which such holder is a
party, or (d) in order to protect such holder’s investment
in such Note.

I. Notiges. All written communications provided for
hereunder shall be effective only upon receipt and be sent
by mail, telex, facsimile transmission or nationwide
overnight delivery service (with charges prepaid) and (i) if
to you, addressed to you at the address specified for such
communications in the Purchase Schedule attached hereto, or
at such other address as you shall have specified to the
Company in writing, (ii) if to any other holder of any Note,
addressed to such other holder at such address as such other
holder shall have specified to the Company in writing or, if
any such other holder shall not have so specified an address
to the Company, then addressed to such other holder in care
of the last holder of such Note which shall have so
specified an address to the Company, and (iii) if to the
Company, addressed to it in care of American Electric Power
Service Corporation, 1 Riverside Plaza, Columbus, Ohio
43215, Attention: Chief Financial Officer, or at such other
address as the Company shall have specified to the holder of
each Note in writing.

Jd. Descriptive Headings. The descriptive headings of
the several paragraphs of this Agreement are inserted for
convenience only and do not constitute a part of this
Agreement.

K. Satisfaction Requirement. If any agreement,
certificate or other writing, or any action taken or to be

taken, is by the terms of this Agreement required to be
satisfactory to you or to the Required Holder(s), the
determination of such satisfaction shall be made by you or
the Required Holder(s), as the case may be, in the
reasonable judgment of the person or persons making such
determination.

L. Governing lLaw. This Agreement shall be construed
and enforced in accordance with, and the rights of the
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parties shall be governed by, the law of the State of

M. Counterparts. This Agreement may be executed
simultaneously in two or more counterparts, each of which
shall be deemed an original, and it shall not be necessary
in making proof of this Agreement to produce or account for
more than one such counterpart.

If you are in agreement with the foregoing, please sign the form
of acceptance on the enclosed counterpart of this letter and
return the same to the Company, whereupon this letter shall
become a binding agreement between you and the Company

Very truly yours,

By:

Title:

The foregoing Agreement is
hereby accepted as of the
date first above written.

By:
Title:
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[To be Completed]

e aITeR L oY

Purchaser Schedule
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